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OATH OR AFFIRMATION

L ROBERT C. GROW , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SPECTRUM CAPTITAL, INC, , as

of DECEMBER 31 ,20 07 , are true and correct. I further swear {or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows: L

) 0L

< W4Q\Y/M

GENERAL NOTARY-State of Nebraska ' Signature
¥ LINDA GILLESPIE
™ My Comm. Exp. Oct. 18, 2010 PRESIDENT

W -

/ No}aﬁ( Public ’

This report ** contains {check all applicable boxes):

&l (a) Facing Page.

& (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

[ (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders® Equity or Partners® or Sole Proprietors’ Capital.

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(3 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

X () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

B (I) An Oath or Affirmation.

[ (m) A copy of the SIPC Supplemental Report.

B (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR’S REPORT

NiChOlS, Rise & Certified Public Accountants and Consultants
Company, L.L.P.

To the Board of Directors and Stockholders
Spectrum Capital, Inc.

We have audited the accompanying statement of financial condition of Spectrum Capital, Inc. as of
December 31, 2007, and the related statements of income, changes in stockholder’s equity, and cash flows
for the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company’s management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overail financial statement presentation. We believe that our audit of the financial
statements provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Spectrum Capital, Inc, at December 31, 2007, and the results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying supplemental information, as listed in the index, ts presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Wckate, e Clmperyy =7

Sioux City, lowa
February 21, 2008
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SPECTRUM CAPITAL, INC,
STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS
Current Assets:
07 T ) $ 139,304
Commissions Receivable ... ... .. ... ... .. ... .. . ..., 109,915
Receivable from Clearing Organization ................ccociiiinnnn.. 18,913
Other Receivables . .. .. ... 16,883
Deposit with Clearing Organization . ... ..... ... iiinrnirnrinnnnn 100,000
Prepaid Expenses ......... .. ... . . .t i 33.711

Furniture and Equipment, Net . ... .. ... ... ... ... . ... ...........
Goodwill . ... ...
Total Assets
LIABILITIES AND STOCKHOI:,DER’S EQUITY

Current Liabilities:

Payable to Clearing Organization ............ovvveeeveeniiinn.nn. $ 205
Accounts Payable ......... ... ... . . .. L. e 3,511
Commissions Payable . ... .. ... ... .. .. . ... ., 254,457

Stockholder’s Equity:

Common Stock . ... 15,000
Paid-In Capital ........... . e 448,000
Retained Earnings (Deficit} . ....... ... ... . . ittt {43.139)

Total Liabilities and Stockholder’s Equity

See accompanying noies

5 418726

16,308

243.000

$ 678,034
§ 258,173

419.861

§ 678034
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SPECTRUM CAPITAL, INC.
STATEMENT OF INCOME

Year Ended December 31, 2007

Revenues:

Operating Expenses:

Commission EXpense ... ... . . i
Management Fee ..... .. .. ... ...
Transaction Clearing Expense . ... ... ... . . iiiiiiiiniiriininin,
Salaries, Payroll Taxes,and Benefits ..............c.ccvvvriinniinninn.
Insurance, Net of Representatives’ Reimbursements ....................
Depreciation .. ... .. e e
Professional Fees . ... ... ... . i i it
Office . e e e
Licensing Fees .. ... i i i i e
Computer/Data Communications ............coeiiiiveeeernenna.
Rent o e e
Sales, Training, Marketing . ....... ... ... .. ... . .. . . ...
Other .. e

Net Loss

See accompanying notes

$ 3,726,995
209,594

111

22,007

—

3,285,696
81,434
62,621

294,729
103
9,953
24,106
31,876
24,537
43,672
51,289
20,999

57,230

$ 3,958,707

3.988.245

—

$  (25,533)



SPECTRUM CAPITAL, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

Year Ended December 31, 2007

Issued Common Paid-In Retained Stockholder's
Shares Stock Capital Eamings Equity
December 31,2006 ..................... 100 $ 15000 § 448000 % (13,601) § 449,399
NetLoss ........ooiviiiiiiian... (29.538) (29,538)
December 31, 2007 100 S 15000 $ 448,000 $ (43,139) $_ 419,861

_ /e €2 e @ e—

Common Stock:

Par Value - None
Authorized 20,000 Shares

See accompanying notes



SPECTRUM CAPITAL, INC.
STATEMENT OF CASH FLOWS

Year Ended December 31, 2007

Cash Flows from Operating Activities:

Net LSS .. i i i e § (29,538)
Adjustments to Reconcile Net Loss to Net Cash Provided by Operating
Activities:
Depreciation .. ............ . it it 9,953
Changes in Operating Assets and Liabilities:
Receivables . .......... i i e e 140,461
Prepaid Expenses . .........ouunniitiin i (13,236)
Accounts and Commissions Payable . .. ....................... {93,155)
Net Cash Provided by Operating Activities . . ... .. ... .. ... ... ... i i ., $ 12,485

Cash Flows Used by Investing Activities:

Purchase of Equipment .. ......... ... i it et (4,192)
NetChangein Cash .. ... .. . . . .. i i e et 8,293

Cash - Beginning of Year .. ... ... ittt ittt et aaaaae, 131,011
Cash - December 31, $ 139,304

See accompanying notes 6




NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND OPERATIONS
Spectrum Capital, Inc. is an introducing broker-dealer registered with the National Association of Securities Dealers
(NASD). The Company is engaged in the sale of mutual funds, stocks, bonds, variable annuities, and variable universal

life insurance. The Company executes and clears trades through an unaffiliated brokerage firm on a fully disclosed basis.

The Company is a wholly owned subsidiary of Premier Financial, Inc.

ACCOUNTING POLICIES
Accounting Method

The financial statements are prepared on the accrual basis of accounting. Commission income is recorded on a
trade-date basis.

Depreciation and Amortization
Depreciation and amortization are computed on the straight-line method over the estimated useful lives of the assets.
Income Taxes
The Company is included in the consolidated income tax return of its parent company. No provision for income
taxes has been made in the accompanying financial statements because the Company has elected to be taxed as a
“qualified sub-chapter S subsidiary.” Under this election, the Company’s net income is reported by the shareholders of
the parent company on their individual returns.
Use of Estimates
The financial statements are prepared in conformity with accounting principles generally accepted in the United
States of America and, accordingly, include amounts that are based on management’s estimates and judgments.

FURNITURE AND EQUIPMENT, NET

Furniture and equipment are as follows:

Estimated Net
Lives Cost Investment
Computer Equipment ........... ... ... .. cvuunn Syears § 40,858 §% 7,653
Office Furniture and Equipment . ... _................ 7 years 18,822 8,033
Computer Software ......... ... ... .. .. ... .cuun.s 3-5 years 28,260 622

s__87940 $__ 16308

Depreciation expense is $9,953 for 2007. Accumulated depreciation at December 31, 2007, is $71,632.




GOODWILL'

Goodwill arises from the purchase of assets from the former parent company. The purchase cost in excess of the
fair value of tangible and identifiable intangible assets is recorded as goodwill. SFAS No. 142, “Goodwill and Other
Intangible Assets,” requires that goodwill not be amortized, but that it be reviewed annually for impairment. If, based
on these reviews, goodwill is found to be impaired, the carrying value will be adjusted through a charge to eamnings.
Management believes that there has been no impairment of goodwill.

Cost and Carrying Value $ 243,000

NET CAPITAL AND NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule 15¢3-1},
which requires maintenance of minimum net capital of $50,000 and requires that the ratio of aggregate indebtedness to
net capital shall not exceed 15 to 1. At December 31, 2007, the Company had net capital of $103,535 and a net capital
ratioof 2.5 to 1.

RELATED-PARTY TRANSACTIONS

The Company paid its parent for the following items:

Management Fee .. ..... ... .. . . e b 81,434
Reimbursement of Employee Benefits ... ... ... . i, 44,253
Reimbursement Of INSUFANCE . .. .. . et e e ettt e e 17,064
Reimbursement of Other Expenses .. ........ .. ... i 2,326

The parent paid the Company for the following item:

Reimbursement of Office Wages ......... ... ... i i i i, $ 20,735
Reimbursement of INSUFANCE . ... .. . it ittt it it it s s aiannenes 15,066

The Company paid its sole shareholder for the following item:

L8 T EET T s L $ 24,073

OPERATING LEASES

The Company leases its office space under a lease ending May 31, 2010, which calls for monthly rent of $3,234,
increasing to $3,443 in December 2008. Italso leases office equipment for a total of 3801 per month under leases ending
in 2008 and 2012.

Minimum lease payments are as follows:

2008 L e e e e b 47,903
2000 L e 46,558
1 22,457
20Tl L 5,242
20 e e 4,805

Total rent expense for all operating leases is $51,289 in 2007.



RETIREMENT PLAN
The Company has a Savings Incentive Match Plan for Employees of Small Employers (SIMPLE). Under the plan,

the employee may make contributions of up to $10,000 annually. The Company has chosen to make non-elective
contributions of 2%. Expense under this plan was $6,789 for the year ended December 31, 2007.

FINANCIAL INSTRUMENTS AND CREDIT CONCENTRATION RISKS

The Company utilizes a carrying broker to execute and settle securities transactions on behalf of the Company’s
customers. In the event that a Company customer is unable to fulfill his contractual obligations, the Company is required
to indemnify the carrying broker for any loss suffered.

Bank balances often exceed the FDIC insured limit of $100,000.

Approximately 30% of the Company’s revenue comes from a group of affiliated banks. The agreement with these
banks expires in July 2009,



SUPPLEMENTAL INFORMATION



SPECTRUM CAPITAL, INC.
RECONCILIATION OF NET CAPITAL AND RESERVE REQUIREMENT COMPUTATIONS

December 31, 2007

Reconciliation of Net Capital
Net Capital Per Unaudited FOCUS Report - December 31,2007 . ...........................

Audit Adjustments:

Net Capital Per Audited FOCUS Report - December 31, 2007
Reserve Requirement

The Company is exempt from the reserve requirements under rule 15¢-3-3(k)}(2) of the Securities and
Exchange Commission.

$

$

103,535

103,535
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:
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(X Certified Public Accountant FOR SEC USE
) Public Accountant
[[] Accountant not resident in United States
or any of its possessions
DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER

' SPECTRUM CAPITAL, INC.

N3IIII ||

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DDAYY)
SEC FILE NO.

Allowable
1, Cashrreerne 3

139,304 [200]

2. Receivables from brokers or dealers:

A, Clearance aCCOUM ... rrmeecseremrmsessssassmsssnrens % 18,913

295

B. Other 100,000

300 | %

12/31/07 99
8-43627 93

Consolidated 198
Unconsolida!es'tl 199
Non-Allowable Tofal
$ 139,304 [750]

550 118,913 | 810

3. Recelvable from non-customers 103,491

355

23,307 600 126,798 | 830

)

4. Securities and spot commodities
owned at market value:

118

419

C. Options

D. Other securities

424

E. Spot commodities W

430

5. Securities and/or other investments
not readily marketable:
A. Atcosty § 130
B. At estimated fair value .............o..s

440

6. Securities borrowed under subordination
agreements and partners’ individual and capital
securities accounts, at market value:

450

A, Exempted
securities $ 150
B. Other
securities § 160
7. Secured demand NOES: .......ccccovuinvrermrmrminsariennsnnes

470

630

(850 ]
510 [850 |
[880 ]
(820 ]

640

Market value of collateral:
A, Exempted

securities $ | 17{]|
B, Other

securities $ 180

8. Memberships in exchanges:

A, Owned, at

market $ 190
B. OWREU, 8t COSL ..o seeercrrere e vesmsressanssassassssnnss

C. Contributed for use of the company, at
market value

9. Investment in and receivables from affiliates,
subsidiaries and associated partnerships ... vveanees

o

480

650

660 900

670 910

10, Property, fumiture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumulated depreciation and

amortization ............ Crereveeerr et

490

16,308 [ 680 % 16,308 {820

11, OIher 88SELS ......couenuirriarersmrsssssensseserensssbssssms s snnases

333

276,711 [ 73 276,711 |30

(PR (03 1.1 I 1:1:10 ¢, . 361,708

940 | S

1l6,326 [ 740 1% 678,034 | 940

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER SPECTRUM CAPITAL, INC. as of 12/31/07
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
I1AB ND u
Al Non-A.l
iabiliti Liabilities Liabilities Jotal
13. Bank [02NS PAYABIR ......veersvvnrmssernsssermmrsmsmsssrersennes $ 1045] § [1255]%: $ [1470)
14, Payable to brokers or dealers:
A, ClEarance aCCOUM .........cvrmmsvsesscrimssrssessassesss 205 11114 1315 205 1560
B. Other.. - % 111 1305 1540
15. Payabie to nun-custnmers 115 1335 1610
16. Securities sold not yet purchased,
at market value | 13601 1620
17. Accounts payable, accrued I:ahllmes
EXPENSES AND OLNEF ....evvveseereeesonssassasnsensiessoneenes 257,968 [jz05) [1285) 257,968  [16es]
18. Notes and mortgages payable
A. Unsecured ... SOOIV 1210 1690
B. " SECUMRH ....coovourvuermsnersesmsrsonerererersssersesssssssssssss 1211, (1390, 1700
19. E. Liabilities subordinated to claims
of general creditors:
A. Cash bOmOWINGS: ...c.c.cvvrversammarmrrsessnssessenzszsase [1400] [1710]
1. from outsidersy § [a70]
2. includes equity subordination (15¢3-1(d))
of... $ 980
B. Securities borrowings, at market value ............ {1410 (1720)
from outsiders $ [ 990]
C. Pursuant to secured demand note
collateral agreements .........cocvcrveeeeemmencesiiansas (1420 [1730]
1. from outsiders $ {10001
2. Includes equity subordination (15c3-1(d
of... $ [1010]
D. Exchange memberships contributed for
use of company, at market value .............ccveurine {1430 (1740)
E. Accounts and other borrowings not
quallfied for net capital purposes .............cc...... 1220 1441 1750
20. TOTAL LIABILITIES ..o eeemceeeneereresnns $ 258,173 [1230) $§ 1450 § 258,173 1760
Ownership Equity .
21. Soie PrOPABLOTSHID .......ecuevseemscverccrmmemarsesessesnsesssasseserssns $ 1770
22. Parership (limited partners) 1780
23. Corporation:
B PrETRITEA SIOCK .ooviviveeetvescinservmssersersrens seresssressersesstsnremmsrssesvesesseasmy sesess s sotsbu 430 4S8R SRS RE S SRR LA R P S SH g s Hes e AL SASR RO SH RO Vo RE P e 20 1791
B. Common stock, 15,000 1792
€. Additional paid-in capital 448,000 1793
D. Retained eamings...... (43,139) (1794
E. Tofal ... 1199
F. Less capital stock in treasury 1796
24. TOTAL OWNERSHIP EQUITY ......... 419,861 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY 78,034 1810
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER CR DEALER as of
SPECTRUM CAPITAL, INC. 12/31/07
COMPUTATION OF NET CAPSTAL
1. Total ownership equity from Statement of FINANCIAI CONGIION .......c.covririevrinsienimierississsrereres eesessessisssss s sssssserssassssssssrsassssorsss roes $ 419,861 3480
2. Deduct ownership equity nol allowable for Net Gapital ... Y { | 3480
3. Total ownership equity qualified For Met CADHE) ..........usecsiseismisensssmsssssrmsssesmissmssmssssessesssmmsssssssess 419,861 | 3500
4, Add:
. A. Liabilities subordinated to claims of genera! creditors allowable in computation of net capital 3520
B. Other (deductions} or allowable Credits (LISL) ... insssars ssnsessmsrse sassarenss ssassssssssasss 3525
5. Total capital and allowable subordinated liabilities..........c.oeeeeesemeeercrecerereacence 5 3530

6. Deductions and/or charges:
A. Total non-allowable assets from

Statement of Financial Condition (Nctes B and C) 316,326 3540
B. Secured demand NOte dEHNGUENTY ...ovocereeveseesvssersiscrsesnssnassare s rssesssessasasesmsssnssnssnssnrassnns 3590
C. Commodity futures contracts and spot commodities -
PrOPriEtary Capial CHATIES ... iceocserrcreersorarsesessmessmans s onssosasossenssessssonssessmesmsoneserinebsiass 3600
D. Other deductions and/or charges .... 3610] ( 316,326 33620
7. Qther additions and/or allowable credrts (L:st) e eba e et A SRS ARA AR AT B b s b et r et e b 3630
8. Net capital before haircuts on securities posnmns ...... .28 3640
9. Haircuts on securities (computed, where appllcable pursuantto 15c3 1(f))
A. Contractual securities commitments... OSSOSO 3660
B. Subordinated securities borrowings.... 3670
C. Trading and investment securities:
1. Exempted SEOUMHES .. e et sissn s sne s e s asn s st sens e "8 3735
2. DEDESBCUMHES ..ovecrerseresericssrasess s isriasenstastansasmebesssst s e costsasessssbon pbssarsas cespssssssasannssasereren 3733
3. OPUIDNS ccvveerrverererernmersninesnrresirressersssarastsssnresserssasssess s sessassss srassssoras reces seossessasenseomsanrabinss 3730
4. OHhEr SEOUMIES ... iverrerrirrerrisrisrnrernsssm serssservonresssrnserssssasesssressnsns seass sansssnsaressssnsssensssomsaves 3734
D. Undue CONCENITALON ....c.erereerernenienssesisssavemaeranareaeensessnsns 3650
E. OHNBE (LIS ccooreveccvcrrerserosmermisesssesssssssrersmsssssnssssesssnsssssssasnssrers svasens s assnescsnerassas st nims KERIS \[3740]
10. Net Capital ........ s 103,535 [3750]
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER 12/31/07
SPECTRUM CAPITAL, INC. s of [3L/
COMPUTATION OF NET CAPITAL REQUIREMENTY

Part A
11. Minimum net capital required (6%,% of IN€ 19) ..ccomerrcvesussnacsunee $ 17,211 [3756]
12. Minimum doflar net capital requirernent of reporting broker or dealer and mintmum net capital requirement

of subsidiaries computed In accordance with Note (A) $ 50,000 [37s6
13. Net capital requirement {greater of fine 11 05 12) ...comeeesvevsencreanens $ 50,000 13760
14, Excess net capital (iine 10 less 13} .... . ; . $ 35 | 3770
15. Excess net capital at 1000% (line 10 less 10% of kne 19) ........... . . AR 3 77,717 13780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total Al liabilities from Statement of FINANCIal CONGHION ............ccoevemvsomereesrissressmsssssesssssrassssssmsssssssssesssassans $ 258,173 [370}
17. Add:

A. Drafts for mmediate credit .......... ' d [600)

B. Market value of securities borrowed for which no equivatent value

Is pald or credited s 3810

C. Other unrecorded Armonts (LiSt) .cuuweeceemsresnsmssesseecrssensonsronss $ 3820] $ 3830
18. Total aggregate iNAEBIEONESS ..........w.ceevrsmssorisesisrsmessserssssessesssmssrrssassmsssssrssssossenn H 258,173 13840
19. Percentage of aggregate indebtedness to net capital {line 18 <+ DY N8 10) .....ccrereuruemssresmmumrsssnssessrmsssssssmsnsssrssssstisssnsomserossssssses % 249 | 3850
20. Percentage of debt to debt-equity tota! computed In accordance wWith Bule 1563-1{8) .o.vovierimicemrnresicsmteasressssrereseeeearsrsssr visees % 13850

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

pariB
21. 2% of combined aggregate debit iterns as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of the date of the net capital computation inciuding both brokers or dealers and consolidated subsidiaries’ debits .......... $ {3970]
22. Minimum dollar net capital requirement of reporting broker or dealer and minirnum net capital requirement of

subsidiaries computed [n accordance with NOte (A} ........oeeceerrcetienemmsssnvesessasssanesnnrasions Ctremt e bt e R4S st et b 3880
23. Net capital requirement (greater of line 21 or 22) . $ 3760
24. Excess capital (N8 101855 23] .........eiioeremrms s ssioreesseeesrresasaserssressarssssssase oo sssesses sersnsssesesensesesssassmssss-rases sessssassarasr s sens e ssnsssors $ 3910
25. Net capital in excess of the greater of;

A. 5% of combined aggregate debit items 8r $120,000 ..o eer oo s e ass s st enr e aarssmaens veneen $ [3920]

HOTES:

(A} The minimum net capital requirement should be computed by adding the minimum dotiar net capltal requirement of the reporting broker dealer and, for each

subsidiary to be consclidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%% of aggregate indebiedness or 4% of aggregate debits if attemative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exthanges contributed for use of company {contra to item 1740) and partners’ securities which were included in non-aflowable

assets,

{C) For reports fited pursuant to paragraph {d) of Rule 17a-5, respondent shoutd provide a fist of material non-allowable assets.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART liA

BROKER OR DEALER SPECTRUM CAPITAL, INC.

For the period (MMDDYY) fromf, 01/01/07[3932)t0_12/31/07 [3933
Number of months included in this statement 12 13831

STATEMENT OF INCOME (LOSS)

REVENUE
{. Commissions;

a. Commissions on transactions in exchange listed equity securities executed on an exchange

b. Commissions on listed option ranSaCtoNS ......cvesirsescemimisemmissresisss v sssssasissesssrasires

$ 3935

s 3938

¢. All other securities COMMISSIONS ...uvveervrrerreesenss

72,469 |3939

d. Total secusities COMMESSIONS ........cccccercrsmmemcrcresmrrsntsmrsrminrases sssetesiussans

72,469 |3940

2. Gains or losses on firm securities trading accounts

a. From market making in options on a national securities BXChANGE ...t et s s srasers e s 3945

b. From all other trading srrerereanr stk e s rn e 3949

c. Total gain (l0sS) ......... . . 3950
3. Gains or losses on firm securities investment accounts . 3952
4, Profit (loss) from underwriting and selling groups T 3955
5. Revenue from sale of investment company shares ......... . 3,654,637 13970
6. COMMTIOOIIES TEVENUE ......ouovsvssrsemmseresiasssssionsstsssssseserassasssestrorsenties 41615218 1ea S0EREREESH4LSIPRF RIS 2 2mbs 4 801 IR S AL SRR PP P07 208 3990
7. Fees for account supervision, investment advisary and administrative services ... 3575
8. Other revenue rttstssnsrmseeeeEas iR bR et SR SRS AR IS RS oA bb b R e p et 231,601 {3995
G TOMA FEVEMUB ...ctremsremcmeesesesssssrsanmsnsmsnssersssssorsarseanssbasas 3 3,958,707 4030
EXPENSES

10. Salaries and other employment costs for general partners and voting stockholder officers ......
11. Other employee compensation and benefits

........ 4120
294,729 [4115

12. Commissions paid to other broker-dealers

4140

13. IREEIEST BXDBNSE ..vveieeimieseciossassnssnssmmsursssasssines ronsesmss s bossa essansssmsrrssasssesssaress sssens soanins

4075

a. Includes inferest on accounts subject to suberdination agreements .......ccvveeeieererevenrinis

14. Regulatory fees and EXPENSES ........curmssmseremmstsostsimssmmmmrorssssararerass s senaces

24,537 4196

15. DHET EXPRNSES .ovvvvrssrsareasmemmrsesssiossisiosisosrssrasnnsssass

3,668,979 |4100

s 3,988,245 |4200

16. Total @XPENSES ...coovirstsnrissssemnisriarrssrsssraresscmemssassss

NET INCOME

17. tncome (loss) before Federal income taxes and items below (ftem 9 less Hem 16} mmserierireres $ (29,538) | 4210

18. Provision for Federal income taxes (for parent only) . 4220

19, Equity in earnings (losses) of unconsolidated subsidiaries Not INCIUOE ADOVE ... s iy - 4222
a.  ARer Federal iNCOME tAXES OF ..ouvsecemereurrerserresees [4338]

20. EXtraordinary QaiNS (JOSSES) ....uuecceriresssssrmursssrmsroens ssrssssarsssrassss issssssmassrisasasss s imsisbatsstsesses massassraasaren i 4224]
a. After Federal income 12xes of .......ccoooemveemrienmriinnens [4239]

21. Cumulative effect of changes in accounting principles .... 4225

22. Netincome (loss) after Federal income taxes and extraordinary items . $ {29,538) [42%0

MONTHLY INCOME

23. Income (cument month only) before provision for Federal income taxes and extraordinary fEMS ........wumummssssissrmnseassns $ | 4211]
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1IA

BROKER OR DEALER

SPECTRUM CAPITAL, INC.

1. Balance, beginning of period

For the period (MMDDYY) from 01/01/07 to _12/31/07

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

449,399 [4240

(29,538} [4250

A. Netincome (loss)

B. Addilions {Includes non-conforming capital of .....cccveeees e : 4260

€. Deductions (Includes non-conforming capital of 4270
2. Balance, end of period (From item 1800) R, $ 419,861 (7200}

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITQRS

3. Balance, beginning of PEADD ......eovceesiereersmesrmssmssninsissnssesasessssanes . 0 $ 0 4300
. I CTBASES ..ot seseeesemsersssmmsscesesat s bonencere ban s ErrssepeaTEes e d 4480 EHRTESAE baLa S RSPy Sem e AL LA IS RSN R 4310

B. DECIBASES ........cooommsiscimsrsmsrrrnssarones 4320
4. Balance, end of period (From item 3520 ....ccvnmsrmermrmsrsosssnmtninsisiseniniannns erettapeeseeep s U o _[4330
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER SPECTRUM CAPITAL, INC. as of 12/31/07

24, If an exemption from Rute 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one onty)

A, (K1) — $2,500 capital category as per BUIE 15C3-1 ..o emnemsneesensssssmnes st s sesst snsar s s sassarssns s sssns s pesenensceneons 4550
B. (K)(2)(A) — “Special Account for the Exclusive Benefit of customers” Maintained .........cc..cvwuiemrmermrmrsnesmsisrcencemerecsssitsans 4560
€. (K)(2)(B) — Al customer transactions cleared through another broker-dealer on a fully disclosed basis.

Name of clearing firmy, PERSHING, L.L.C. [2335] X 4570
D. (k)(3) — Exempted by order of the Commission (include copy of [8HEr} ... e 4580

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and acgruals, (as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMODDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or to
(See below Outsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor {In or Out) Securities) Date {Yes or No)
% [4600] [4607] ETH [a603} [4604 [4605]
%2 4610 {4611 [a612 4613] 4614) 4615
1 [a620] f4821) {4622] f4623] [4624] [4625
% [4630] [a631 [4632 [4633] (4834 {4835)
"5 [4640] [4641] [4642] [4643] [4642] [4645
Total $7% 0 [[4699)
OMIT PENNIES
Instructions: Detail Listing must include the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is
: expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month pertod following the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated aceruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest an capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted
in the computation of Net Capital, but which you anticipate will be paid within the next six menths.
WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3 Accruals
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SPECTRUM CAPITAL, INC.
SCHEDULE OF NON-ALLOWABLE ASSETS

December 31, 2007

Non-Allowable Assets:

Receivables from Non-Customers:

Non-Allowable Commissions by Date or Product Type .............. 3 32,761
Less Related Commissions Payable .............................. (26,337)
Other Receivables ... .. ... .. i 16,883

Furniture and Equipment, Net . ... ... . ... .. ... . .. e

Other Assets:
Goodwill ... e 243,000

33711

Total Non-Allowable Assets

$ 23,307

16,308

276,711

5__316326




INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5

Nichols, Rise & Certified Public Accountants and Consultants
Company, L.L.P.

To the Board of Directors
Spectrum Capital, Inc.

In planning and performing our audit of the financial statements of Spectrum Capital, Inc. (the
Company), as of and for the year ended December 31, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal controi over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-3(g)} in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review
the practices and procedures followed by the Company in any of the following;

1. Making quarterly securities examinations, counts, verifications, and comparisons and recerdation
of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.
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A control deficiency exists when the design or operation of a control does not aliow management or employees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency is
a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles such that there is more than
aremote likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented
or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity’s internal control.

Cur consideration of internal control was for the limited purpose described in the first and second paragraphs and would not
necessarily identify all deficiencies in internal control that might be material weaknesses. We did not identify any deficiencies
in internal control and control activities for safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this report
are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures, as described in the second paragraph of this report, were adequate at December 31, 2007, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the board of directors, management, the SEC, and other regulatory
agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.
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